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Electricity Consumption per Capita (KWh)

The energy deficit in India is a consequence of slow progress in the development of additional energy
capacity. The Indian economy is based on planning through successive Five-Year Plans. that set out targets
for economic development in various sectors, including power sector. In the implementation of the last three
Five-Year Plans (the Eighth, Ninth, and Tenth Five-Year Plans, covering fiscal years 1992 to 2006), less than
50% of the targeted additional energy capacity was added. India added an average of approximately 20,000
MW to its energy capacity in each of the Ninth and Tenth Five-Year Plan periods (fiscal years 1997 to 2001
and 2002 to 2006).

Assumed GDP | Electricity Generation | Peak Demand (GW) | Installed Capacity | Capacity  Addition
Growth Required (BU) Required (GW) Required* (GW)
8.00% 1097 158 220 85
By FY 2012
9.00% 1167 168 233 98
8.00% 1524 226 306 171
By FY 2017
9.00% 1687 250 337 202
8.00% 2118 323 425 290
By FY2022
9.00% 2438 372 488 353

*Based of existing installed capacity of 135 GW in India
Projected Demand of Electricity (Source:Integrated Energy Policy Report, Expert committee on Power, Aug 2006)

Investment Positives

v’ Strong Portfolio on completion of projects
The coal-fired thermal power projects proposed to be developed by the Company in Maharashtra and
Chhattisgarh are expected to have a combined installed capacity of 6,615 MW. The Company has also
signed MoUs for developing coal-fired thermal power projects aggregating to 3,960 MW with the State
Governments of Jharkhand and Madhya Pradesh. The Company has also signed a MoU with the
Government of Arunachal Pradesh for developing four hydro-power projects of an aggregate capacity of 167
MW. The Company plans to sell its power to state owned and private distribution companies and industrial
consumers. The Company intends to maintain an appropriate mix of off-take arrangements, including long
term PPAs to provide a level of committed revenues and short term PPAs to realise higher tariff rates.

v" Fuel supply visibility to keep operational costs in check
One of the key factors for profitability of a power plant is the availability of high quality and cost efficient fuel
in adequate amounts throughout the lifetime of a power plant. For this, the company has been granted coal
linkages by the Ministry of Coal for its Amravati Phase | Power Project and the Nashik Power Project. The
company has also received letters of assurances for supply of coal from Western Coalfields Limited and
South Eastern Coalfields Limited for the Amravati Phase | Power Project and from Mahanadi Coalfields
Limited and Western Coalfields Limited for the Nashik Power Plant. Additionally, the Ministry of Coal has
allocated two captive coal mines in Chhattisgarh for the Bhaiyathan Power Project. Thus assured supply of
fuel at cost low, with less exposure to fuel price volatility, will enable the Company to expedite its projects in
terms of achieving financial closure under its financing arrangements. Fuel security also enables the
Company to procure equipment with necessary specifications for its projects which is dependant on the
quality of coal to be used for the project.
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v" Long term PPAs provide revenue visibility going forward
The Company has entered into a long term PPA (Power Purchase Agreement) with TPTCL (Tata Power
Trading Co. Ltd.) for sale of up to 1000 MW of power proposed to be generated at the Amravati Phase |
Power Project. The Company has also entered into a longterm PPA with the Chhattisgarh State Electricity
Board for the sale of 65% of power proposed to be generated by the Bhaiyathan Power Project aggregating
to approximately 858 MW of electricity. Both these PPAs are for a term of 25 years from the date of
commencement of commercial operation of the respective power projects. The Company has also executed
a MoU with MSEDCL wherein Company has agreed to supply 1,000 MW of electricity generated from the
Amravati Phase | Power Project.

v Backing of strong promoters and shareholders
The company is a subsidiary of IBREL (Indiabulls Real Estate Pvt. Ltd.) and a part of the Indiabulls Group.
One of the company’s key strengths is the affiliation and its relationship with the Indiabulls Group and the
strong brand equity generated from the “Indiabulls” brand name. The Company has also brought in strong
strategic foreign investors such as FIM Limited and LNM India Internet Ventures Limited (owned by Laxmi
Mittal).

Investment Negatives

% No operating history, so it is difficult to estimate its future performance.
The Company currently has no power projects in operation or other revenue generating operations, and it
has no significant operating history from which its business, future prospects and viability can be evaluated.
The development of power projects involves various risks, including among others, execution risk, regulatory
risk, construction risk, financing risk and the risk that these projects may prove to be unprofitable. Any
inability of the Company to effectively develop and operate its power projects could adversely affect its
business prospects, financial condition and results of operation.

x  |nability to commence operations as expected is a key risk
The first power project of Indiabulls Power - Amaravati Phase 1 is scheduled to commence in September
2012. This is still nearly three years away. Power projects have long gestation periods (time take to generate
positive cash flow) . It will take the company a long time before it generates free cash flows.

x  High Capital Outlay funded primarily by debt - thus interest rate risk
Building a greenfield power project requires huge capital outlay. The company estimates that it would require
Rs.31,052.4 crore for the projects under development. Delay in procuring financing or licensing will impact
the project closure and ultimately profitability. Approximately 25% of the project is estimated to be financed
from equity and the rest from debt. So, the company will have a high gearing ratio. This makes the company
susceptible to losses in profitability in a tight fiscal policy environment on account of higher debt servicing
costs.

Valuation & Recommendation

The company was set up just two years ago and has no operating history. All its power plant are under
various stages of completion. The profits of the company in the last two years are on account of non-core
activities. So, projecting cash flows would be a risky proposition considering qualitative treatment of many
variables involved. We can however look at a peer-set valuation of the company given in the table below.

Company CMP M Cap BV /Share | P/BV (x) | Capacity*| M Cap /MW
(Rs.) (Rs. Crore) (Rs.) (MW) (Rs./MW)
NTPC 209.00 1,73,979.30 71.55 2.95 48,000 3.62
Reliance Power 161.00 38,924.36 57.16 2.84 12,500 3.11
Tata Power 1,295.05 29,095.41 389.36 3.37 8,035 3.62
Adani Power Ltd. 100.80 21931.15 12.05 8.35 6,600 3.32
Indiabulls Power 40 - 45** | 7920.75-8910.84 - - Nil -
*Installed Capacity
** Offer price

If we assume a capacity of 6600 MW for Indiabulls Power the M Cap / MW would come out to be 1.20 - 1.35
at either of the price bands. However, other players have capacities in operation while and are expected to
have significantly higher capacities by the time Indiabulls starts its operations. Hence the discount is justified
considering the size of operations and schedule of cash flow generation. Considering the potential and
scalibility of operations, the issue can be subscribed to by an investor willing to hold it for 3 or more years to
fully realise and profit from the business potential of the company.
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Disclaimer

Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded on the
Stock Exchanges. RR would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees and affiliates.
The information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior
written consent of RR. The information contained herein is obtained from public sources and sources believed to be reliable, but
independent verification has not been made nor is its accuracy or completeness guaranteed. RR or their employees may have or
may not have an outstanding buy or sell position or holding or interest in the products mentioned herein. The contents and the
information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer
to buy or sell or subscribe for securities or other financial and insurance products and instruments. Nothing in this report constitutes
investment, legal, accounting and/or tax advice or a representation that any investment or strategy is suitable or appropriate to
recipients specific circumstances. The securities and products discussed and opinions expressed in this report may not be suitable
for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and
needs. Please note that fixed deposits, bonds, debentures are loans/lending instruments and the investor must satisfy himself/herself
on the financial health of the company/bank/institution before making any investment. RR and/or its affiliates take no guarantee of
soundness of any company or scheme. RR has/will make available all required information to the prospective investor if asked for in
respect of any scheme/fixed deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any
company in any manner except to distribute its schemes. Mutual Fund Investments are subject to market risks, read the offer
document carefully before investing. Any recipient herein may not take the content in substitution for the exercise of independent
judgment. The recipient should independently evaluate the investment risks of any scheme of a mutual fund. RR and its affiliates
accept no liability for any loss or damage of any kind arising out of the use of any information contained herein. Past performance is
not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. RR may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. The
information herein is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject RR and its affiliates to any registration or licensing requirement within such jurisdiction. The
securities and products described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors.
Persons in whose possession this document may come are required to inform them of and to observe such restriction(s). The
display, description or references to any products, services, publications or links herein shall not constitute an endorsement by RR.
Insurance is a subject matter of solicitation. Kindly also note all the risk disclosure documents carefully before investing in Equity
Shares, IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed Deposit schemes, Debt offers, Hybrid Instruments, or other
instruments traded on Stock Exchanges or otherwise. Prospective investors can get all details and information from the sites of SEBI,
IRDA, AMFI or respective Mutual Fund Companies, Insurance Companies, Rating Agencies, Stock Exchanges and individual
corporate websites. Prospective investors are advised to fully satisfy themselves before making any investment decision.
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